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AME.XDMEM'  OF  SECTION  501  OF  THE  TRANSPORTATION  ACT, 
AFFECTING  SECTION  10  OF  THE  CLAYTON  ‘ACT. 


C’o:MMri'TEE  ox  IXTEItsTATE  AXI)  FoUEIGX  COMMERCE, 

IIoi'SE  or  Kepresextatives. 

Tuesday,  J>eceviber  IJf,  1920. 

The  committee  met  at  11  o'clock  this  morning,  M-ith  Hon.  John  J. 
Esch,  chairman,  presiding. 

The  Chairmax.  M'e  are  called  together  this  morning  to  consider 
11.  K.  14074.  a hill  to  amend  section  501  of  the  transportation  act, 
1920.  Who  desires  to  be  heard  this  morning? 

Mr.  Thom  arose  and  addressed  the  committee. 

STATEMENT  OF  MR.  ALFRED  P.  THOM,  OF  WASHINGTON,  D.  C., 

REPRESENTING  THE  ASSOCIATION  OF  RAILWAY  EXECUTIVES. 

Air.  Thom.  Air.  Chairman  and  gentlemen,  it  perhaps  Mould  be 
useful  to  explain  that  this  section — section  10  of  the  C''layton  Act — 
has  been  several  times  considered  bv  Congress  and  the  effective  date 
of  it  has  several  times  been  extended.  That  was  due  to  a conviction 
on  the  part  of  Congress. 

Air.  AIerritt.  What  is  section  10  of  the  C''layton  Act? 

Air.  Thom.  The  section  requires  common  carriers  to  take  bids  on 
their  purchases  and  on  their  issues  of  securities  if  there  is  on  the 
board  of  the  common  carrier,  or  as  its  general  manager,  or  its  pur- 
chasing agent  or  agent  for  the  particular  transaction  a person  hav- 
ing a representation  also  on  the  selling  or  other  company  Avith 
Avhich  the  dealing  is.  I Avill  read  that  in  a few  moments.  That  is 
the  general  subject  of  the  section.  These  postponements  have  been 
due  to  a conviction  on  the  part  of  Congress  entertained  by  both 
branches  that  there  Avere  certain  things  about  section  10  that  ought 
to  be  considered  more  maturely,  and  that  it  ought  to  be  amended. 
The  carriers  directly  interested  Avith  these  difficulties  about  the  sec- 
tion have  been  before  Congress  all  these  years  attempting  to  get  a 
hearing  on  the  subject  of  the  amendment.  The  coiiA^enience  of  Con- 
gress has  neA^er  permitted  that  consideration. 

The  Chairaiax.  That  Avas  not  the  fault  of  this  committee.  Our 
committee  didn’t  haA'e  jurisdiction  of  the  Clayton  Act. 

Air.  Thoai.  I am  not  referring  to  that.  I refer  to  Congress.  The 
matter  has  been  argued  before  the  Judiciary  Committee  of  the 
House,  and  it  has  been  argued  before  the  Judiciary  Committee  of 
the  Senate,  and  the  result  Avas  postponement  so  as  to  giA^e  adequate 
consideration.  Last  spring  an  effort  Avas  made  to  haA’e  an  amend- 
ment dealing  Avith  this  subject  put  into  the  transportation  act,  but 
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likewise,  in  view  of  the  tremendous  problems  which  the  comniittees 
and  Conj£ress  were  ohli<ied  to  confront  in  that  lejiislation,  it  Avas 
consiilered  that  time  could  not  be  profitably  expended  in  the  con- 
sideration of  this  section.  The  result  Avas  that  the  matter  Avas  dealt 
Avith  by  section  501  of  tlie  transpoitation  act  in  extendinfx  the 
effective  date  so  as  to  jrive  Con<rress  still  another  chance  to  deal  Avith 
this  subject.  That  Avas  folloAved  at  once  by  the  introduction  into 
the  Senate  of  hills  amending  section  10  of  the  Clayton  Act.  or  if 
they  Avere  not  actually  introduced  they  Avere  prepared  aiul  placed 
in  the  hands  of  one  of  tlie  Senators  Avhose  desire  it  Avas  to  introiluce 
them.  That  A\  as  Senator  Kelloji'^.  He  at  once  l•eferred  those  bills  to 
the  Interstate  Commen'e  Commission  for  its  jiultrment  upon  their 
merits  and  its  recommendation  in  respect  to  that  matter,  the  hope 
heinj;  that  the  report  from  the  Interstate  Commerce  Commission 
Avould  be  receiA'ed  in  time  for  CoiifTfess  to  act  before  its  adjourn- 
ment. You  <rentlemen.  perhaps  more  fully  than  any  other  l)ody  of 
men  except  the  similar  body  in  the  Senate,  can  apj)reciate  the  tre- 
mendous load  of  responsibility  that  Avas  i)laced  upon  the  Interstate 
Commerce  Commission  by  the  neAV  lejiislation  and  tlie  absolute  en- 
iirossment  of  their  time  in  the  consideiation  of  the  i)roblems  that 
were  committed  to  them.  In  that  tremendous  load,  of  Avork  and 
responsibilitA’^  it  seems  that  this  reference  Avas  for<>()tten.  and  AA'hen  T 
recently  AAent  to  ti’A'  and  find  out  Avhat  had  been  the  fate  of  that 
reference  I Avas  told  that  ik)  such  communication  had  eA'er  l)een 
receiA'ed.  Finally.  hoAveA'er.  it  Avas  discoAered  that  that  Avas  a mis- 
take: the  communication  had  been  receiA'ed.  it  had  been  referred  to 
the  laAv  officer  for  report,  the  rejiort  had  come  in  and  Avas  in  the 
files,  but  the  commissionei-  to  Avhom  it  Avas  referred,  haviiifr  to  devote 
his  time  to  other  and  more  en^rossin<r  subjects,  had  simply  oA'er- 
looked  that,  and  nothinir  had  been  done.  Conse(iuently.  Coufri’t^ss 
adjourned  Avithont  the  matter  ever  havinfi  been  broufrht  up  for  its 

consideration.  . . . 

XoAv.  section  501  onlv  extends  the  effectn-e  date  of  the  section  till 

Janiiarv  1 next.  ^Manifestly  Con^n*ess  has  not  the  time  uoav  between 
noAv  and  Januarv  1 to  consider  this  subjection  on  its  merits  and  to 
determine  Avhat  the  proper  lefrishition  is.  The  Interstate  Commerce 
Commission  T am  sure  realizes,  and  if  1 am  not  mistaken  (if  I am, 
the  chairman  can  correct  me),  there  is  in  the  hands  of  the  chairman 
noAv  from  the  Interstate  Commerce  Commission  a letter  favorino; 
the  postponement  and  intimatino;  that  it  is  necessary,  in  order  that 
this  policy  may  be  workable,  that  the  section  shall  be  considered 
a"ain  by  Congress  and  properly  amended. 

It  is  my  desire  bv  that  brief  statement  to  indicate  that  there  has 
been  no  lack  of  diligence  on  the  part  of  the  carriers  in  their  efforts 
to  bring  this  matter  properly  before  the  committee  of  Congress. 

With  that  preamble,  Mr.  Chairman,  I Avould  like  to  read  this  sec- 
tion and  to  giA'e  the  committee  an  idea  of  what  we  find  are  the  graA^e 
problems  that  are  presented  by  it.  Section  10,  or  that  part  of  it 
which  is  necessary  for  me  to  ask  your  attention  to  in  order  that  you 
may  understand  what  I liaA'e  to  say  on  the  subject,  is  as  folloAvs: 

That  after  two  years  from  the  apiiroval  of  this  act  no  common  carrier  enjja^ed 
in  commerce  shall  have  any  dealings  in  securities,  supplies,  or  other  articles 
of  commerce,  or  shall  make  or  have  any  contracts  for  construction  or  mainte- 
nance of  any  kind  to  the  amount  of  more  than  J<50,000  in  the  aggregate  in  any  one 
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year  with  another  corporation,  firm,  partnership  (»r  association  wlien  tlie  said 
coninion  carrier  shall  ha\e  upon  its  lioard  of  directors  or  as  its  pp'sident.  nianaf:er, 
or  as  its  purchasin}!  or  selling  otiicer  or  a.ueiit  in  the  particular  transaction 
•inv  per.son  who  is  at  the  same  time  a director,  manatrer.  or  imivhasinj:  or 
selliiif;  otiicer  of,  or  who  has  any  snhstantial  interest  in  such  oilier  corpora- 
tion tirm.  partnership,  or  association,  unless  and  except  such  imrcha.ses  sliall 
l.e  n’lade  from  or  such  dealiim's  shall  he  Avith  the  bidder  whose  liid  is  tlu*  nio.st 
favorable  to  such  common  carrier,  to  he  ascertained  by  competitive  Itiddiiif: 
under  regulations  to  he  iirescrilied  by  rule  or  otherwise  by  the  interstate  t'oiiv 
merce  Commission.  No  bid  shall  be  received  unle.ss  the  nanie  and  address  of 
the  bidder  or  the  names  and  addresses  of  the  dirwtors,  otlicers.  and  yeueral 
manager  thereof  if  the  bidder  be  a corporation  or  the  members  of  it  be  a 
partnership  or  tirm  shall  be  f'iven  with  the  bid. 

Then,  that  is  foIloAved  by  the  penalty  clauses.  Of  course.  I suppo-e 
it  is  a matter  of  common  knoAvledge  that  comiietitive  liidiling  is  about 
the  most  costly  Avtiy  of  Iniying.  The  Oovernment  buys  liy  competi- 
ti\  e bidding,  cities' and  counties  buy  by  competitive  bidding,  and  it 
is  commonly  knoAvn  that  they  })ay  very  high  prices  and  are  subjected 
to  all  sorts  of  combinations  of  bidders,  so  that  in  itself,  unaccom- 
panied by  other  conditions  and  Avithout  reference  to  other  objects 
to  be  attained,  no  one.  I suppose.  Avould  regard  comiietitive  Imlding 
as  a desirable  Avay  of  purchasing.  I may  say  in  passing  that  it  is  in 
the  ev  idence  aa  hich  I have  here  that  one  of  the  most  responsible  rep- 
resentatiA'es  of  the  purchasing  department  of  these  carrier.^.  Mr. 
Henry  B.  Spencer,  formerly  A'ice  president  of  the  Southern  Ivailroad, 
testified  that  out  of  :<7.00().()00  of  purcha.ses  a year,  if  the  purchasing 
had  to  be  done  by  competitive  Ihdding.  the  roatl  Avould  lose  at  least 
Sl.OOO.OOO — would  be  more  expensive  by  $1.00().()00.  Bearing  that  in 
mind.  I Avish  to  call  your  attention  to  some  of  the  things  that  are 
invoBed  in  this  hiAv  as  it  is  noAV  Avritten.  And  this  is  said.  Mr. 
Chairman,  without  in  any  Avay  assaulting  the  principle  on  Avhich  this 
htAv  is  Avritten.  The  pri'nciide  on  Avhich  this  section  .stands  is  that 
the  seller  and  the  buyer  shall  not  be  the  same:  that  the  seller  and  the 
buyer  shall  not  have  a fiduciary  relation  and  an  individual  tempta- 
tion for  a ])rivate  advantage  at  'the  same  time,  and  I am  not  assailing 
that  proj)t)sition.  hat  AA’e  are  asking  is  an  amendment  of  this 

section.  ... 

Noav.  the  first  matter  to  Avhich  I call  your  attention  is  that  the  hiAv. 

as  it  noAv  stands,  provides  that  there  shall  not  be  purchased  under  the 
conditions  mentioned  in  section  1 amounting  to  as  much  as  $.50,000 
in  the  aggregate  in  aiiA'  one  year  Avithout  comjietitiA'e  bidding.  Stiji- 
]iose  a ]nirchiise  of  $5,000  is  made  in  January.  I he  tpiestion  Avhether 
or  not  that  purchase  must  be  made  by  competitive  bidding  Avill  depend 
on  Avhether  or  not  there  are  additional  purchases  made  during  the 
remaining  1‘2  months  of  the  year  AA'hich.  in  the  aggregate.  Avill  be  tis 
much  as  $50,000.  That  can't  be  knoAvn  in  January.  So  that  the 
limitation  of  $50,000  Avhich  Congress  has  placed  upon  this  is  no  limita- 
tion. You  AV()uld  have  to  begin  the  first  purchase  you  made  of  $100  or 
$5,000  and  put  it  out  to  bid.  for  the  reason  that  before  the  end  of  the 
year  you  may  find  yourself  in  A'iolation  of  the  statute  if  you  hajipen  to 
buv  more  than  $.50,000  from  the  same  seller.  So  that  the  law,  as  it 
stands  noAv,  absolutely  commits  the  carriers,  under  a construction  of 
the  acts,  aa'IucIi  is  by  no  means  unlikely,  to  making  all  their  purchases 
under  this  plan  of  competitive  bidding. 
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Tu  addition  to  that,  as  a means  of  shoAving  that  the  result  of  the 
act  as  Avritten  is  that  all  purchases  must  in  practice  be  made  by  com- 
petitiA'e  bids,  it  is  proAuded  that  if  any  of  the  otiicers  of  the  carrier 
mentioned  hai'e  a substantial  interest  in  the  selling  comjiany,  etc., 
the  i)urchases  must  be  made  under  the  statutory  method  of  competi- 
tiA'e  bidding. 

IToaa’  ai’e  you  to  determine  AAdiat  the  interest  of  the  indiA'idual  officer 
is  in  the  selling  company  ? The  stocks  and  securities  of  these  selling 
companies  are  on  the  market.  A man  Avho  is  not  inteiTsted  one  day 
is  interested  the  next,  because  he  buys  in.  It  is  impossible,  by  inquiry 
in  adA  ance,  to  find  out  AA’hat  the  interest  of  one  of  these  officers  Avill  be 
next  AA'eek.  and  as  a consequence  AA’hat  is  the  carrier  to  do?  Is  it  to 
take  the  chance  of  the  officers  not  haA’ing  become  interested  and  to 
take  the  chance  of  buying  AAUthout  bidding  and  thus  of  A'iolating 
the  hiAA  ? Or  is  it.  in  the  first  instance,  to  act  on  the  safe  side  and  do 
all  its  purchasing  by  this  extraA^agant  method  of  comj)etitiAe  bid? 

Another  question  arises  as  to  AAdiat  is  a substantial  interest.  I 
haA’e  liefore  me  here  a letter  from  the  general  counsel  of  the  Union 
Pacific.  AAdiich  undertook  to  find  out  by  a circular  to  all  its  directors 
AAdiat  interest  they  had  in  certain  other  companies  AA  itli  AAdiich  they 
AAere  dealing.  Some  of  them  said  A\e  have  got  only  a trivial  interest. 
Hoav  do  Ave  knoAv  Avhether  it  is  a trivial  interest  or  not  ? I\diat  is  a 
trivial  interest?  What  is  a substantial  interest?  One  man  said  he 
had  300  shares  in  one  of  these  selling  companies.  That  Avas  a very 
small  [lart  of  the  aggregate  amount  of  the  stock  of  that  company; 
but  did  it  bring  him  aa  ithin  the  purvieAv  of  this  hiAV  that  he  should 
not  have  an  interest  on  both  sides  of  the  transaction?  We  think 
AA’e  haA'e  draAvn  a bill  Avhich  Avill  give  some  sort  of  opjiortunity  to 
have  defined  Avliat  is  a substantial  interest.  As  the  hnv  is  at  present 
there  may  be  no  safe  course  but  for  the  carriers  to  start  in  and  do 
their  Iniying  under  the  jndnciple  of  competitiA'e  bidding  aa  ith  all  its 
Avastefuiness  and  Avith  all  of  its  unnecessary  cost. 

Then,  if  a carrier  wants  to  buy  an  article  of  a seller  Avliere  there  is 
only  one  seller  at  the  place  of  delivery,  he  must,  under  this  hiAv,  ask 
for  bids  nevertheless. 

Tlie  (hiAiRMAN.  Suppose  a man  had  a patented  article? 

Mr.  Tiioai.  T am  coming  to  that  in  a moment.  But  take  for  in- 
stance a railroad  that  Avants  to  buy  Avater.  or  gas.  or  electricity,  or 
ice  along  its  line  and  Avhere  there  is  only  one  company  at  the  point 
that  can  deliA'er  it,  that  can  make  a sale.  Under  this  laAV,  you  are 
obliged  to  adAertise.  notAvithstanding  the  fact  that  your  advertise- 
ments Avill  mean  nothing. 

Take  the  incident  of  the  patented  article  referred  to  by  the  chair- 
man the  article  can  be  funiished  by  only  one  concern  and  yet  there 
must  be  bidding.  Take  the  matter  of  the  article  that  is  manu- 
factured by  secret  ])rocesses.  and  there  are  a great  number  of  them, 
there  must  be  bidding,  and  yet  the  secret  process  that  is  the  most 
A'aluable  may  be  controlled  only  by  a single  indiA’idual.  I Avish  to 
read  you  some  testimony  as  to  what  that  has  meant.  Some  time  ago 
it  Avas  the  desire  of  one  of  the  great  railroad  systems  of  this  country 
to  buy  an  axle  of  special  strength,  and  it  made  an  iiiA’estigation  to 
find  out  the  processes  which  were  most  reliable  in  respect  to  the  pro- 
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diiction  of  the  axle  of  the  desired  strength.  Mr.  Spencer,  in  testi- 
fying on  that  subject,  gaA’e  this  testimony  : 

tr^  to  ket'p  them  secret.  In  some  cases  they  patent  them.  In 
i)ateutimi  <>£  tliem  would  jrive  them  pul)hcity.  they  do  not  patent  them  1 . 
i<  psneciallv  true  of  a jireat  many  of  the  chemical  comlunatioiis  and  the  p.niit 
.mXntions.  ami  it  is  very  largely  true  in  a jjreat  deal  of  metal  workms. 
Stull  as  steel  or  tlie  special  hroiizes,  etc.  Those  maimfacturers.  as  a m e, 
endeavor  to  keep  their  processes  secret  from  the  puhlic  ami  trom  tluur  own 
oiaJllzations.  so  that  a‘»u  can  not  tind  out  exactly  what  they  are  doiujc  to 
accomplish  their  final  result. 

And  again  he  said : 

Mr.  Thom.  Did  you  ever  have  any  experience  in  huyinfi  axles  for  passenjim- 

cars  which  illustrate  this  last  point? 

Slv.  SrKXCER.  Yes;  (piite  a serious  case.  too.  We  decided  J’i'' 

cjir  steel  i»assenj»:er  eiiuipment,  that  is  was  necessar>  to  axli  ^ith  a 

hisriier  tensile  streufrth  than  we  heretofore  had.  so  we  decided  to  nito  heat- 
treated  axles,  that  hein;;  practically  the  only  steel  where  we  would  jiet  what  we 

believed  was  the  stronjter  axle.  i* 

There  were  about  four  concerns  in  this  country  that  were  making  heat- 

treated  axles.  W'e  asked  them  for  compi  titive  bids.  W e had  our  superintendent 
of  tests  -o  into  the  matter  pretty  fully,  and  then  we  selected  the  best  .uie,  as 
we  believed.  At  that  time  we  selected  the  lowest  priced  one  with  a \iew  of 
-ettiiw'  economv.  It  took  about  six  montbs  for  those  axles  to  be  delivered  and 
put  into  service.  The  cars  had  bemi  in  service,  the  tirst  cars,  alxnit  thiee 
davs  when  they  had  a broken  axle.  In  about  4S  hours  we  had  another  car 
with  a broken  axle.  AVe  were  tlioroiisldy  alarmeil,  of  course.  Fortunately  there 
was  no  .serious  accident,  but  the  possibilities  of  it  were  ^ Yf  \1^ 

he";in  to  investifiate  the  causes  of  that,  an<l  we  found  that  in  this  heat  peatin^, 
sonie  internal  tlaws  developed.  We  called  the  attention  of  the  inanufacturer 
to  that,  and  he  explained  that  that  was  the  tirst  he  had  of  that  kind; 
went  further  and  we  found  that  his  pro(*ess  would  develop  those  flaws.  Lhe> 
were  not  apparent  externally  at  all  and  only  developed  after  the  car  was  in 
service,  althou^rh  a vibratory  test  had  been  made  of  the  material.  I he  ^la^^s 
did  not  show  up  in  that  way.  so  evidently  we  could  not  duplicate  the  service 
of  an  axle  on  a machine  that  it  trets  in  actual  service,  and  we  ^ 
proinptlv  abandon  all  of  those  axles  and  took  them  out  .iust  as  quickly  as  we 
couhl.  Then  we  tri(Ml  another  manufacturer,  because  it  was  necessary  to  have 
hiirh-tensile  steel.  AVe  irot  the  steel  from  the  other  manufacturer  throuirh  his 
process,  which  is  secret  and  not  patented,  as  we  understand  it,  and  we  ha\e  had 
no  further  trouble.  His  metho<l  avoids  those  Haws,  whereas  the  other  concern 

had  the  tlaws  in  their  method.  , -.c  • • 

Air.  Thom.  In  other  words,  in  the  interest  of  safety,  Mr.  Spencer,  it  is  im- 
portant for  the  carrier  to  have  the  rijiht  of  sele<'tion  between  makeis. 

Air.  Spenckr.  T think  it  is  absolutely  essential.  Air.  Thom. 

^Ir.  Thom.  And  although  the  bhl  may  not  have  been  the  lowest,  and  thmprh 
in  that  case  you  thouuht  von  had  done  everythin"  to  safejruanl  safety,  it 
proved  that  you  had  not.  and  that  the  other  maker,  by  his  secret  process,  pro- 
duced a satisfactory  article  to  which  you  had  ultimately  to  jj;o. 

Air.  Spencer.  Yes.  , . i i 

Mr.  Thom.  Now.  of  course,  in  any  accident  that  occurreil  the  carrier  liad 

imposed  upon  it  both  the  moral  and  the  tinancial  responsibility  for  the  accident? 

Mr.  Spencer.  Absolutely,  sir. 

Mr.  Thom.  On  the  one  hand,  and  if.  on  the  other,  the  question  of  the  discre- 
tion of  the  carrier  was  a matter  for  some  other  tribunal  to  ileterinine,  the 
carrier  would  be  obli.ued  to  fijrht  it  out  with  the  man  who  had  made  the 
conqilaint  that  he  had  siven  the  most  favoi'able  bid, 

Air.  Spencer.  Yes,  sir.  . 

Air.  Tuoyi,  And  yon  had  tried  this  theoretical  method  in  your  selection  of 
the  first  axle  and  it  had  failed,  and  you  were  obli^red  afterwards  to  go  to  the 
practical  basis  of  selecting  some  other  manufacturer’s  article? 

Air.  Spencer.  Yes. 
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Alul  he  ^oes  on  to  say  that  it  is  necessary  to  protect  the  life  and 
])roperty  of  the  public  according  to  the  jndgment  of  men  and  the 
experience  of  men  with  respect  to  the  various  articles  which  are  inir- 
chased,  and  competitive  biclding  may  biing  in  a low  hid  from  some- 
body that  hasn't  got  the  best  process. 

^ir.  Denison.  Where  was  that  testimonv  given  ? 

Mr.  T iioM.  That  testimony  was  given  before  the  Interstate  Com- 
merce Commission  when  we  Avere  seeking  to  have  them  formulate 
rides  under  this  section  10.  AVe  had  an  elaborate  hearing  and  this 
testimony  was  given  there  to  indicate  the  difficnlties. 

Another  one  of  the  difficulties  we  have  is  that  here  is  a railroad 
that  has  adopted  its  OAvn  standards  of  equipment  for  safety,  for  com- 
foit.  for  economy,  and  it  is  necessary  in  the  interest  of  the  public  that 
those  standards  should  be  maintained  and  those  standards  can  only  be 
gotten  from  a single  maker;  yet  there,  under  this  hiAV  must  be  com- 
petitive liidding,  and  railroad  standards  must  be  abandoned. 

Then  it  is  provided  that  in  the  competitive  bidding  the  railroad 
must  accept  the  bid  that  is  most  favorable  to  it.  There  is  no  standard 
in  the  act  of  Avhat  is  nio.st  favorable  to  it.  A\'e  ask  that  the  standard 
shall  be  made  the  exercise  of  an  honest  business  discretion  without 
Inference  to  the  promotion  of  the  interest  of  any  person  in  the  trans- 
action. XoAv.  suppose  there  is  no  such  standard  of  honest  business 
discretion  but  the  reijuiiement  is  that  the  most  favorable  bid  shall  lie 
adopted.  The  exjierience  of  all  you  gentlemen  Avill  inform  you  at 

once  of  the  iirobabilitv — I may  sav  the  certaintv — that  as  soon  as 

1.  € « « ^ ^ 

this  system  of  unqualified  and  mandatory  iniblic  bidding  is  ado|)ted, 
there  will  be  developed  in  the  business  world  an  array  of  adventurers 
who  will  seek  to  ])ut  in  the  lowest  bid.  to  have  it  accepted  by  force  of 
the  hnv  and  to  sell  it  to  somebody  else.  If  the  carriers  can  not  have 
the  protection  of  the  exercise  of  an  honest  business  discretion,  as  soon 
as  they  reject  one  of  these  bids  the  harjiies  that  will  seek  to  fasten 
themselves  on  these  carriers,  and  consequently  fasten  themselves  on 
the  public,  Avill  at  once  say  that  the  lower  bid  Avas  rejected,  and  the 
question  of  Avhat  is  most  faA'oralile  will  he  a question  for  a court  and 
jury,  and  the  litigation  that  Avill  be  created  by  that  system  Avill  be  not 
only  enormous  but  Avill  be  destructive  of  the  efficiency  of  the  opera- 
tion of  the  carriers. 

Mr.  Cooper.  Do  T understand,  Air.  Thom,  that  this  laAv  compels  the 
carrier  to  accept  those  bids  regardless  of  the  quality  ^ 

Air.  Thoai.  It  reijuires  them  to  accept  the  most  faAorable  hid;  and, 
of  course,  unless  the  carrier  can  haA^e  a business  discretion  as  to  these 
things  that  you  are  talking  about — an  honest  business  discretion — 
then  the  loAvest  bidder  Avill  say,  “ This  is  the  most  favorable  bid,  ami 
you  haA-e  violated  the  laAV  in  not  accepting  it,”  and  Avill  bring  a suit 
againi^t  us  becau.se  Ave  didn't  accept  the  bid,  on  the  allegation  that  his 
bid  Avas  the  most  favorable.  AA'hen  this  is  done,  the  Avhole  control  of 
the  management  of  these  jiroperties  will  be  transferred  from  the  pur- 
chasing department  and  put  before  the  courts  and  juries  of  the 
country. 

I shall  not  undertake  at  this  time  to  discuss  this  matter  in  full, 
because  I shall  hope  for  an  opportunity  of  discussing  Avliat  ought  to 
be  done  about  it  Avhen  Ave  come  before  you  under  the  bill  jiroposing 
an  amendment.  I am  seeking  noAv  merely  to  point  out  some  of  the 
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reasons  Avhich  aaoiiUI  justify  an  inquiry  on  your  part  as  to  Avhat  is 
best  for  the  public  interest  in  respect  to  this  important  matter. 

Another  thing  I Avant  to  call  your  attention  to.  Take  the  Ohio 
floods.  Put  a carrier  in  the  midst  of  that  ruin.  Xecessarily,  to  build 
bridges  and  to  restore  track  and  to  resume  its  transportation  duties, 
a great  deal  of  emergency  buying  Avill  be  necessary  in  such  a case  as 
that.  It  is  impossible  to'  deal  Avith  such  a situation  as  that  by  com- 
petitiA'e  bids,  and  it  seems  to  me  that  it  AAOuld  be  Avise  on  the  part  of 
Congress  in  its  legislation  to  require  the  Interstate  Commerce  C'oin- 
mi.ssion  or  to  empoAver  them  to  permit  purchases  in  such  emergency 
as  that  AA'ithout  competitWe  bidding. 

But  that  is  not  the  only  kind  of  emergency  that  may  arise.  Here 
is  a XcAv  England  situation  in  respect  to  fuel.  The  te^-t  mony  of  one 
of  the  XcAv  England  purchasing  agents  is  here  liefore  me.  It  sIioavs 
that,  in  case  of  an  inadeiiuate  supply  in  that  section  of  tlie  country— 
and  of  course  Avhat  I am  saying  noAv  is  of  more  or  less  general  appli- 
cation— it  is  necessary  for  them  to  pick  up  luel  AvhereA'cr  they  can 
get  it,  and  get  it  quickly,  or  the  engines  Avil]  stop  running.  This  pur- 
chasing agent  of  the  XeAv  England  road  illustrates  by  a case  wliere 
tlie  only  man  that  had  any  fuel  that  Avas  available  for  their  engines 
hajipened  to  have  some  relation  Avith  the  company,  and  if  this  hiAv 
had  been  in  eft'ect  the  road  couldn't,  during  that  emergency,  buy 
any  fuel  to  keep  its  engines  running,  because  of  an  intere-t  on  the 
part  of  this  man,  regardless  of  Iioav  honest  the  transaction  Avas  or 

hoAV  necessary  it  Avas  to  be  carried  through. 

Air.  Jones.  I happen  to  knoAV  of  the  hiAv  in  Xcav  A ork  State  re- 
quiring the  railroads  to  hum  oil  certain  months  of  the  yeai.  IIoaa 
Avould  it  affect  them  if  this  hiAv  Avas  operatiAe? 

Air.  Thom.  It  Avould  depend  upon  the  supply.  If  they  could  fore- 
see all  their  needs  and  could  have  time  for  all  these  bids  to  be  put 
out.  they  might  manage  it;  but  if  they  got  to  a place  where  it  wouh 
be  short  and^had  to  get  oil  anyAvhere  they  could  get  it.  Avhy.  it  Avould 
he  impossible  for  them  under  this  hiAv  to  get  it  and  make  the  emei- 
gencA'  purchase  in  order  to  carry  on  their  transactions.  AA’ith  the  laAA 
written  as  it  is.  unless  it  is  modified  by  conference  rulings.  Avithout 
any  authority  for  such  conference  rulings  on  the  face  of  the  act 

* * 1 "f  * 

' Air.  Sims.  We  ha\’e  been  extending  by  similar  resolution  the  effec- 
tive (iate  of  this  act  for  several  years,  haven't  aat?  Eor  one  year  at 
a time? 

Air.  Thom.  A>s,  sir. 

Air.  Sims.  In  vieAv  of  that,  Avouldn't  it  be  Avise  to  make  this  tAvo 

A'ears  instead  of  one  ? , • i 

Air.  Thom.  It  has  been  suggested  to  us  by  a gentleman  in  the 

(irovornnioiit  s^rvioo  tliut  wc  IukI  bettor  niako  the  limit  ()t  th^ 

extonsion  coincident  with  the  provisions  of  the  tninspoi’tiition  act 
about  interlockinji  directorates,  which  takes  elfect  aftei  the  dlst^  of 
December,  1921.  ^ ou  gentlemen  have  an  op])ortiinity  to  act  dining' 
this  session  of  Congress,  and  during  the  special  session  of  (Vingress. 
and  we  hope  you  will  be  able  to  act  on  it  in  that  time. 

Mr.  Sims.  But  to  prevent  any  conflict  in  that  regard,  that  is  the 

reason,  Mr.  Thom  ? 
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Mr.  Thom.  Yes.  sir. 

iSIr.  Sims.  I thoii<rht  it  would  be  ii  ^ood  idea  to  make  it  two  years 
if  jjeneral  legislation  is  to  be  had  before  it  is  to  be  etfective.  I really 
know  but  little  about  it. 

Mr.  Kayrckn.  You  have  prejiared  a bill,  have  you  not? 

Mr.  Tiioai.  Yes,  sii\  and  it  has  been  introdueeil. 

Mr.  Montagi  e.  In  rejily  to  Mr.  Jones,  you  stated  that  a confer- 
enee  rulinir  niiirbt  be  necessary.  IVbat  do  vou  mean  bv  a conference, 
ruling? 

Mr.  Thoai.  I meant  by  that  the  Interstate  (’ommerce  Commission 
has  been  in  the  habit,  under  the  interstate-commerce  law,  of  making 
conference  rulings  as  to  the  meaning  of  the  law.  We  have  been  at- 
tempting to  get  a conference  ruling  in  these  bearings  but  we  have 
failed.  They  haven't  seen  bt  to  make  a conference  ruling,  as  we 
asked  them  to  make,  and  that  was  the  meaning  of  my  answer  to  INlr. 
Jones..  If  we  could  get  a satisfactory  conference  ruling  we  Avould 
be  pretty  safe. 

Mr.  Jones.  In  that  State  where  they  burn  fuel  under  State  law. 
the  Public  Service  ('ommission  of  the  State  of  New  \ ork  on  12 
hours  notice  can  compel  them  to  burn  oil.  what  [losition  would  they 
be  in  ? 

Mr.  Thom.  They  would  be  in  iiosition  to  have  to  buy  that  by 
competitive  bidding,  and  you  will  see  the  complications  that  would 
arise. 

Mr.  Cooper.  Hasn't  it  been  the  practice  in  the  past,  with  a large 
railroad  system  where  they  bad  several  branches,  to  buy  from  one 
another  where  they  bad  excesses  ? 

Mr.  Thoai.  Yes',  sir:  and  I am  coming  now  to  that  point.  Perbaiis 
the  most  important  thing,  I think,  you  gentlemen  see  already  in  this 
law  sufficient  reasons  to  justify  your  mature  consideration  of  its  re- 
quirements; but  I am  coming  now  to  the  most  important  considera- 
tion. perhaps,  of  all.  and  that  is  to  the  relation  between  a common 
carrier  and  its  subsidiaries  and  its  branch  lines.  IMr.  Payburn  will 
tell  you  that  there  is  a law  of  Texas  that  a railroad  operating  in 
Texas  must  ojierate  under  a Texas  charter.  Isn  t that  so.  IMr. 
Payburn  ? 

Mr.  Payiu  rn.  Yes.  sir. 

iMr.  Thoai.  a foreign  corporation  can  not  opei-ate  through  Texas. 
Texas  is  illustrative,  as  I understand  it,  of  some  other  States.  I>Iany 
of  the  most  important  systems  in  the  country  operate  through 
'j’exas— the  Southern  Pacific,  the  Atchison,  and  others.  The  public 
thinks  it  is  riding  on  the  Southern  Pacific  or  the  Atchison  from  the 
iMississippi  Piver  to  C'alifornia.  The  fact  is  that  they  are  riding  up 
to  the  Texas  border  on  the  lines  of  one  company;  they  pass  through 
Texas  on  the  lines  of  another  company;  and  they  take  up  at  the 
other  Texas  line  the  lines  of  the  first  company  and  go  on  to  their 
destination.  It  is  most  important  for  the  public  interest  that  those 
systems  shall  not  be  broken  up;  that  they  shall  be  operated  har- 
moniously as  one  system.  _ ic  £ i 

As  a consequence,  the  method  adopted  is  to  have  the  officers  of  the 
main  company  also  officers  of  the  lexas  company,  so  that  there  may 
be  uniform  policies,  harmonious  operation,  and  system  operation. 
Well,  the  Avay  that  one  of  those  subsidiaries  is  financed  is  generally 
thisr^The  money  necessary  to  make  the  improvements  in  the  fetate 
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of  Texas  is  furnished  by  the  parent  company,  and  then  the  securities 
of  the  subsidiary  in  Texas  are  issued  ami  taken  into  the  treasury  of 
the  parent  company  and  ultimately  .sold  to  reimburse  the  treasury  of 
the  parent  compaiiv.  That  transaction  would  not  be  possible  under 
this  law,  because  the  securities  of  this  Texas  company  must  be  put 
up  at  auction  or  disposed  of  by  public  bidding,  and  if  bought  by  an 
outsider  the  continuitv  of  the  svstem  would  be  clestroj'ed. 

fllr.  Jones.  Do  I understand  that  section  10  refers  to  securities  as 

Avell  as  operating  supplies  ? . 

Mr.  Thoai.  Yes,  sir;  and  under  it  it  Avould  be  impossible  to  hold 
these  railroads  together.  Your  system  would  be  gone.  But  what 
are  vou  going  to  say  as  to  that  in  view  of  the  policy  of  this  act  w hich 
is  ill  favor  of  consolidation  of  the  systems?  Are  you  going  to  have 
a law  on  your  books  here  which  breaks  up  all  your  systems  at  the 
same  time  that  you  have  a laAV  which  says  you  must  consolidate  or 
ought  to  consolidate  whenever  sound  public  policy  would  be  pro- 
moted ? • ^ 1 

Mr.  SiAis.  In  that  respect,  does  the  transportation  act  repeal  so 

much  of  section  10  as  affects  this  matter  ? 

Mr.  Thom.  That  is  not  the  language  of  the  transportation  act.  It 

is  the  v'orking  of  it,  ^ ^ n -a 

1 will  take  the  Ynion  Pacific  system.  From  Omaha  to  the  1 acifac 

coast  it  is  made  up  of  the  Union^Pacific  Kailroad,  the  Oregon  Short 
Inne  and  the  Oregon  & AVashington  Navigation  Co.— three  corpora- 
tions. They  are  under  one  management,  under  one  system,  so  far  as 
the  traveling  and  shipping  public  knows,  but  exactly  the  same  thing 
that  I have  illustrated  about  the  State  of  Texas  occurs  in  respect  to 
those  railroads.  The  Union  Pacific  Railroad  is  the  company  that 
furnishes  the  Oregon  Short  Line  and  the  Oregon  & M^ashington  Xavi- 
<ration  Co.  financial  ability  to  keep  them  up.  Their  securities  are 
Taken  by  the  parent  company  for  its  advances  and  are  then  put  upon 

the  market  ivlieii  the  market  ivill  take  them. 

Mr.  SiAis.  Doesn't  the  Xew  York  Central  oavii  the  Oregon  .short 

Line  ? , , . i i i 

Mr.  Thoai.  Xo;  the  Xeiv  York  Central  doesn  t go  beyond  the 

Mississippi  River. 

Mr.  SiAKS.  Doesn't  it  own  a majority  of  the  stock? 

Mr.  Thoai.  Xo.  The  Union  Pacific  owns  it.  I am  going  to  read 
vou  ill  a fcAv  minutes  a description  of  the  situation  of  the  Southern 
Pacific,  of  the  Pennsvhuiia,  of  the  Xeiv  York  C'entral,  and  of  the 
Atchison  in  respect  to  these  matters;  but  before  doing  that  I wish 
to  advert  to  another  valuable  practice  suggested  by  Air.  Cooper's 
question.  It  is  the  practice  of  these  large  systems  to  buy  by  ivliolesale 
and  parcel  out  to  the  subsidiaries  ivhat  they  need  in  the  Avay  of  mate- 
• rials  and  supplies  at  the  prices  at  Avhich  the  parent  company  buys 
]ilus  transportation,  or  on  similar  terms.  I am  told  that  there  luive 
been  some  abuses  in  connection  ivitli  that  jiractice  and  that  legisla- 
tion ought  to  deal  Avith  the  price  at  aaIucIi  the  supplies  may  be 
charged  out.  But,  manifestly,  it  can  be  iylvantagequsly  arranged  by 
a requirement  of  purchases  by  public  bids.  Alanifestly,  the  Avhole 
transaction  Avill  be  made  impossible  if  the  purchases  must  be  made 
by  bids.  If  the  legislation  can  prescribe  a price  at  Avhich  this  charg- 
ing out  shall  be  done  or  beyond  AA’hich  it  shall  not  go,  it  may  be  acia 
Aveil.  In  fact,  I have  embodied  in  the  draft  Avhich  I have  submitted 
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to  Congress  a limit  of  the  price  at  which  the  supplies  may  be  charged 
out. 

Mr.  Jones.  You  mean  in  dollars  and  cents? 

Mr.  Tiiom.  Xo;  the  purchase  price  plus  transportation.  So  that 
all  the  useful  means  of  holding  these  great  systems  together,  by  which 
economies  are  practiced,  by  which  their  business  is  facilitated,  will  be 
destroyed  unless  there  is  more  elasticity  given  than  is  given  in  this 
act.  Xow.  I said  to  you  that  I 'would  read  certain  statements  in 
respect  to  these  particular  matters.  I read  first  from  a statement  of 
the  Southern  Pacific : 

Tile  Suutlieni  I’acitic  sysleiii  is  a lyplcal  exaiuiile  of  a system  of  e>.niiectinji 
lines  held  t<-^ether  Ity  st(u*k  ( \vnerslup  s<i  as  to  ftn’iii  a Ioipj:  tlu’oujjcli  conmM*tinK 
line  under  unified  luana.ireinert  aiid  contntl.  It  extends  from  Portland,  Oreii., 
to  two  terminals  on  tlie  Culf  of  Mexico — New  Orleans  and  Oalveston.  The 
major  paid  of  this  lim^  was  <'onstriK'ted  as  a system  of  etmiKHdinj:  lines;  a 
minor  part,  fn.m  San  Antonio  to  the  Oulf,  was  actpiired,  to  connect  with  the 
consTiucted  ]>art,  hy  purcliase  *>f  the  stock  of  several  small  local  conmTTin^ 
railroad  companies  in  Texas  and  New  OrUains.  The  wliole  was  connected  up 
and  completed  more  than  HO  years  ap».  It  was  ct»nceived.  constructeil.  tmd 
ac(|Uired  and  has  ever  since  been  o]ierated  as  a comu^-tin^  system  <d'  lines  under 
one  ownershi]».  The  Southern  Pacific  t'o.  owns  all  tlu‘  stock  <»f  the  con- 
stituent companies  and  has  always  been  their  linancial  sponstu*.  The  roads 
west  of  K1  Past»  nw  itiHM*ated  by  the  Southern  Pacific  <\>.  under  leases,  this 
bein^"  permittt-il  by  tl  e b.ws  of  the  States  traversed  by  the  roails.  The  laws 
of  Texas  and  Kouisiana  require  tiad  tlie  mads  in  those  Statt‘s  should  be 
o]K  rated  l»y  the  corporations  ownin.ir  them;  hema^  the  system  east  itf  El  Paso, 
<*onii»osetl  of  several  connecting  railroads,  is  <»perated  in  the  names  of  the 
several  <*ori»<n*ations  <d‘  Texas  and  Louisiana  which  own  them.  The  Southern 
Pacific  t'o.  owns  all  the  stock  of  these  corporations;  the  unity  of  maiia^iement 
essential  to  tlie  (dliciency  of  the  thnni^ii  line  is  effected  hy  the  local  cortn»ra- 
tions  havinj;  common  otlicers.  These  short  roads  are  hir^^ely  dei»endent  upon 
the  |»arent  comiumy,  the  Southeiai  Pacific  ('o.,  for  linancial  assistance.  It 
advam-es  the  money  needed  for  hetterments  and  a<lditions,  and  fnmi  time  to 
time  takes  notes  or  other  staairitit's  to  eovta*  such  advaiu'es.  In  ordm'  t<»  secure 
eciiiionty  as  well  as  efticitaicy  in  th.e  operation  of  th(‘se  sevtM-al  local  ntads.  they 
have  ('(’mstant  dealings  witl'i  eael*  <»t!mr  in  the  matter  of  supplies,  equiinnent, 

maintenanee,  etc.  . 

The  above  description  of  the  Southern  Ihicitic  system  hiis  been  ^oveii  lor  tlu' 
purpose  of  slanvin;;  that,  compose  1 as  it  is  (»f  connectin,ir  lines,  it  is  such  a sys- 
tem as  is  expressly  and  impliedly  authorized  hy  section  7 of  the  (Hayton  Act. 
Indeed,  such  a system  of  connectin^^  lines  is  m>t  condemned  hy  the  laws  or 
luiidic  poli(w  of  any  State.  The  reas<m  why  the  birmation  of  such  a system 
through  stock  ownership  of  a jaireiit  comiKiny  has  not  been  condmnned  hut  en- 
couraired  is  l)ecause  a tlinni.trh  connectin.ir  line  under  one  control  is  of  manifest 
advantage,  and  because  it  is  rarely  xMissihle,  hy  I’eason  ot  the  ]»olicy  or  laws  ot 
the  different  States,  to  secure  a common  <'ontrol  of  an  interstate  line  hy  com- 
mon ownership  of  the  pliysical  i)roperty. 

Tile  a<1vanta.!j;e  of  (‘onimoii  control  and  manajiement  of  a system  of  eonnectlu" 
lines  hy  a parent  company  is  efficiency  and  economy  in  mana^mment  resultini; 
fnnn  common  officers  and  from  tinaneial  aid  afforded  from  time  to  time  l)v  the 
jmrent  company.  It  is.  of  course,  imi>ossihle  to  operate  a system  of  connecting 
lines  without  common  otticers.  ami  it  is  e<|uaUy  inqu’ssihle  to  have  system  oiiera- 
tion  without  constant  dealings  between  the  ]»arent  comiiany  and  the  subsidiary 
lines,  and  between  the  ditTerent  subsidiary  companies,  in  respect  to  securities, 
sinqdios,  and  construction  and  maintenance. 

No\\’,  then,  the  effect  of  se<‘tion  10  of  the  ('layton  Act — 

if  construed  us  covering  transactions  between  a company  and  its 
subsidiaries — 

as  aijplied  to  the  Southern  Pacific  system,  is  to  prevent  the  Southern  Pacific  Co. 
and  the  subsidiary  companies,  all  of  whose  st<n*k  it  owns,  either  froin  having 
any  c<nnmon  direct(H*s  or  managing  oflicers  or  from  having  any  (healings  witli 
each  other  in  respect  t<»  securities,  sup])!ies  or  other  articles  of  cmnmerce,  or 
arrangements  relating  to  construction  and  maintenance. 
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Now,  as  to  the  Pennsylvania  Ivoad,  here  is  a letter  written  by 
the  purchasing  agent  of  the  Pennsylvania  Pailroad  to  one  of  its 
vice  presidents: 

So  far  as  providing  material  and  supplies  is  concerned  the  intercorporate 
relations  of  the  Pennsylvania  Railroad  C'i>.  consist  ot  furnishing  on  order 


Terminal  Co.;  Cumberland  Valley  Railr<»ad  Co.:  Cornwall  .S:  Lehamm  Railroad 
Co.;  Susquehanna.  Rlooinshurg  tS:  Rei'wick  Raili’oad  <'o. ; P>altiinore,  C hesa- 
peake & Atlantic  Railroad  Co. ; and  the  Maryland,  I>elaware  cN  Virginia  Railroad 
Co.;  also  the  building  of  new  locomotives,  freight  and  passenger  car  and  other 
equipment  for  these  allied  interests;  in  addition  the  purchase  <»f  authiacate 
coal  on  a competitive  basis  from  the  Susquehanna  Coal.  C'o. 

The  material  may  he  such  as  is  manufactured  at  our  own  slu»ps  and  standard 
for  locoiiudive,  car,  and  track  repairs,  etc.,  coimmai  f<»r  use  of  all  companies, 
which  is  carried  in  stock  at  a central  point  for  distribution  as  nettled,  or  it 
may  he  stock  lying  idle  or  surplus  at  one  point  and  badly  needed  elsewhere, 
which  is  transferred  from  one  company  to  another. 

The  advantage  of  this  practice  is  apparent  in  that  it  enables  tis  to  ])urchase 
in  larger  (puuitities  at  the  lowest  prices,  safeguards  the  stipply,  provides  for 
intelligent  regulation  of  stock  balances;  also  the  carrying  of  minimum  (luauti- 
ties  at  the  small  slioj>s  and  in  many  instances  obviates  the  purchase  of  new 
material  in  times  when  business  becomes  less  active.  Furtherm<u*e.  in  view 
of  <mr  equipment  being  standard  for  practically  all  aliiliated  (*ompanies  it  is 
decidedly  advantageous  in  maiiitaiiiing  etiicient  service  and  saving  in  time  to 
supply  repair  parts  ami  certain  sup]>lies  from  <»ur  <»wn  shops  where  we  already 
liave  facilities  and  necessary  machinery,  patterns,  dies,  etc.,  for  manufacturing 
the  material  promptly  and  tHonomically.  as  required  for  the  needs  of  the  service, 
thereby  aiding  in  assuring  operation  at  maximum  ethciency  and  capacity 
independent  of  individual  commercial  industry  which  at  the  present  time  is 
either  entirely  inadeipiate  to  meet  luvsent  demands  or  is  tiiuling  a more 
attractive  market  elsewhere  for  its  production. 

Tt  is  our  practice  u\  making  arrangements  for  materials,  both  for  new  w<»rk 
and  rejiairs,  hy  (‘ontrad  <u*  otherwise,  to  include  the  n^piirements  for  the 
IVnnsylvania  Railroad  Co.,  f<»r  itself  and  all  other  ('ompanies  allied  in  inter- 
est, theri'hy  tamhling  the  subsidiary  companies  to  derive  the  henetit  of  lower 
prices  than  <'OuId  he  obtaimnl  upon  the  relatively  smaller  quantity  needed  for 
each  individual  organizati»m,  and  the  same  a<lvantage  applies  to  material  nmmi- 
factnred  at  the  shops  where  production  in  large  <puitities  reduces  costs  to  a 
minimum,  while  the  cost  to  ])urchase  in  small  quantities  would  he  ex<*essive  in 
(•(unparison.  ronse<|uently,  it  would  he  a decided  disjidvantage,  owing  to  in- 
creastMl  cost,  als«»  delays  in  providing  the  material  for  operating  facilities,  to 
he  ohIig(nl  to  cojiform  to  the  re<|uirements  of  se('ti<»n  10  of  the  Tlayton  Act, 
making  separate  ctmtracts  or  arrangements  for  each  subsidiary  railroad,  in- 
volving mvdiess  multiplication  <»f  work  and  conse<|uent  expense  witlioiit  any 
coni]»ensatory  returns. 

In  vi('w  of  our  intercorporate  relations  it  would  he  a great  disadvantage  to 
disturb  the  practi<*e  and  methods  followed  in  comlucting  transactions  f<»r  sup- 
plying material  to  alliliattHl  companies  and  arranging  for  proper  control  of 
same,  as  described  above,  as  the  vast  amount  of  detail  necessary  in  c<mforming 
to  the  requirenuMits  of  the  law  before  the  purchase  of  material  could  he  made, 
logether  with  tlie  variety  and  uncertainty  of  needs  from  time  to  time,  would 
prove  a serious  memu*e  t*»  maintaining  intelligently  the  supplying  of  material 
necessary  ft>r  providing  efllcient  operating  facilities. 

Rrol)al>ly  the  most  striking  disadvantage  is  the  difiicnlty  under  rules  requir- 
ing so  much  formality  to  make  adequate  provision  for  the  vast  amount  of  mU' 
lerial,  consisting  of  practically  all  classes  of  commodities  required  for  use 
daily  in  operating  the  railroad,  owing  to  the  wide  fluctuations  in  the  demands 
and  the  diflicnity  in  foreseeing  future  needs  with  sufticieiit  accuracy  to  insui*e 
ample  stocks  at  all  times  when  required,  necessitating  the  purchasing  and  car- 
rying of  enorimtus  stocks  to  insure  against  delay,  and,  incidentally,  the  con.se- 
(pieiit  additional  burden  of  increased  unproductive  investments  as  the  only 
absolute  safeguard  against  interruption  of  service. 
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I wiUlt  also  to  read  an  extract  from  a letter  from  the  New  \ork 
Central : 

The  New  York  Centnil  System  is  eomiiosed  of  :i  larfje  nnmher  of  si'^iiraie 
eoinnaides  manv  of  wliieh'are  separately  operated  although  tinder  eommou 
eoiitnd  For  iiistaiiee,  amonK  the  eompauies  separately  operated  are  the  lol- 
Imviiijr,  <d-  wliose  capital  stocks  tlie  New  York  t'entral  owns  the  percenlaftes 

sliown  !»elo\v : 

PvyvintuQc  of  (MiJitdl  stock  ointcd  />//  titc  Af'/c  ^o)K  CcntniL 

l*er  cent. 

Mirlu^nn  (.Viitnil  Kailroiul  1*^ 

Pittshu^^rh  »S:  Lake  Erie  Kailn»atl  Co ^ 

(Mevelaiul,  (Mneiiinati.  ('hicajro  & St.  Louis  Kailway  <.o •»- 

Lake  Erie  \ Western  Kailroad  Co 

While  the  hoards  of  directors  of  these  companies  are  not  identical,  a ina.hu'ity 
of  tlie  hoarii  in  eacli  case  is  the  same.  They  all  have  the  same  president, 
treasurer,  and  secretary,  and  many  of  them  have  tlie  same  vice  presidents.  1 lie 
New  York  Central  lias,  from  time  to  time,  loaned  moneys  to  some  ot  t.iese 
companies  on  collateral  and  has  taken  their  securities,  i.ssned  with  tlie  approval 

of  the  commissions  hav.iiif:  jiirisdiction. 

(Ireat  (onfnsion  and  emharrasMiient  will  he  caused  if  section  10  is  allowed  to 
ao  into  effect.  It  is  ditlicult  to  interpret  and  apply  it,  and  apparent  y it  is  so 
broad  as  to  prevent  the  coiitiniiation  of  practices  which  are  ot  nndonhted  lieiie- 
tit  to  the  companies  and  to  the  public.  For  instance,  it  is  the  practice  ot  the 
different  companies,  included  in  the  New  York  Central  System,  to  ))urchase 
from  each  other  surplus  stocks  of  materials,  that  is  to  say.  when  any  or  tlie 
svstem  lines  is  found  to  have  stocks  beyond  its  requirements  for  a period  ot 
six  months,  the  suridiis  is  transferred  to  some  other  .system  line  not  so  well 
suiiiillcd  At  the  present  time  the  ^Slichiftan  Central  tinds  itself  with  an  excess 
supplv  of  air-hrake  hose,  and  the  New  York  t'entral  proposes  to  purchase  tins 
excess  suhstantially  iC  the  market  price.  Fnder  the  existing  practice  it  is 
possible  for  the  iirincipal  company  in  a system  to  buy  supplies  in  iarijer  (luan- 
tities  on  behalf  of  itself  and  its  associated  companies  and  then  to  make  dis- 
trihiition  as  the  need  for  the  different  articles  develops. 

The  New  York  Central  owns  all  of  the  stock  of  the  iMerchaiits  Despatch  Trans- 
portation Co.,  which  has  lartre  shops  at  East  ItochesLer,  N.  Y-,  devoted  to  the 
buildins  of  railroad  cars.  Ahno.st  all  of  the  (uitput  of  thes(>  shope  is  taken  h.\ 
our  svstem  lines  The  vice  president  in  charjre  of  the  operations  of  that  compaio 
is  011^ of  the  operatiiift  officials  of  the  New  York  Central,  who  divides  his  tune 

bctWt^U  tll0  two  OOlUpcUHOS.  , , ^ 

The  Nev/  York  ('eutnil  owns  all  of  the  stock  of  the  Clearfield  Bituimuous  Coal 
Corporation,  which  operates  mines  in  Pennsylvania,  all  of  the  coal  taken  from 
which  is  bouitht  by  the  New  York  Central  for  use  in  its  engines.  On  the  board 
of  the  ('leartield  company  there  are  men  who  are  also  directors  of  the  New  Fork 

^^The^New  Y'ork  State  Realty  & Terminal  t'o.  owns  properties  within  the 
Grand  Central  Terminal  area  in  New  York  and  elsewhere.  All  of  its  stock  is 
owned  by  the  New  York  Central,  and  it  is  recognized  as  being  the  New  York 

Central's  real  estate  company.  .....  .u  v 

There  is  of  necessity  not  only  a very  close  relationship  between  the  Ne\\  Y(  ik 

Central  and  these  different  companies  which  it  controls,  but  also  a considerable 
amount  of  dealings  between  it  and  the  system  lines  and  these  controlled  com- 
panies, such  dealings  being  of  a varied  character.  , , „ 

While  it  may  be  entirely  proper  that  the  relations  and  dealings  between  these 
companies  should  be  under  the  observation  of  the  Interstate  Commerce  Commis- 
sion and,  so  far  as  ncessary,  subject  to  its  supervision,  there  does  not  seem  t(j  he 
a good  reason  for  requiring  them  to  have  separate  boards  of  directors  or,  it  the> 
do  not,  for  subjecting  them  to  the  rule  of  competitive  bidding  in  all  their  inter- 

corporate  dealing's.  , ^ i. 

There  are  also  on  our  boards  men  who  are  dire<^tors  of  banks  and  of  trust  com- 
panies havin^^  large  resources  and  to  which  we  can  go  when  we  need  imuiey. 

The  transportation  act  now  safeguards  the  public  interest  so  far  as  it  may  be 
involved  in  the  dual  relations  of  directors,  and  that  matter  does  not  require  t<» 
be  further  dealt  with.  It  surely  will  not  be  in  the  public  interest  to  require  a 
strong  director  to  retire  from  a railroad  board  because  he  is  also  a director  of  a 
bank  and  to  fill  the  vacancy  by  the  substitution  of  a inaii  who,  while  he  may 
have  no  outside  interest,  does  not  have  the  qualifications  of  the  man  who  is 
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compelled  to  withdraw.  The  companies  ought  not  to  be  required  to  elect 
whether  they  will  cut  themselves  off  from  sources  of  money  supply  or  will  leave 
off  of  their  boards  some  of  their  strongest  directors. 

Now,  the  Atcliison  Co.’s  line: 

The  Atchison  parent  company  is  the  owner  of  ail  of  the  stock  of  the  Gulf, 
Colorado  Santa  Fe  Railway  Co.,  having  a mileage  of  about  1,990  miles;  the 
Panhandle  & Santa  Fe  Railway  Co.,  having  a mileage  of  about  6G9  miles;  the 
Rio  Grande,  El  I*aso  & Santa  Fe  Railroad  Co.,  having  a mileage  of  about  20 
miles ; and  the  Grand  Canyon  Railway  Co.,  having  a mileage  of  about  G4  miles. 

These  properties  are  operated  absolutely  as  a system.  Materials  and  .sup- 
plies are  purchased  by  the  Atchison  and  billed  to  the  other  companies  at  cost 
to  the  Atchison,  plus  a transportation  charge.  The  repair  shops  of  these 
companies  are  so  arranged  as  to  take  care  of  the  repairs  of  equipment  at  cost, 
wliether  for  repair  of  equipment  owned  by  the  Atchison  or  its  subsidiaries. 

None  of  the  subsidiaries  of  the  Atchison  company  have  the  necessary  credit 
to  acquire  the  equipment  necessary  to  be  used  in  the  operation  of  the  lines  ot 
such  subsidiaries.  The  Atchison  company  buys  this  equipment  and  supplies  it 
to  the  subsidiary  lines,  the  expense  of  maintenance  being  apportioncni  upon  the 
basis  (»f  mileage  run  of  the  equipment  on  the  several  lines.  The  Atchis<m  also 
computes  the  cost  of  equipment  and  charges  the  subsidiary  lines  such  propor- 
tion of  G per  cent  of  the  cost  of  equipment  as  the  mileage  run  by  the  equipment 
on  each  of  the  subsidiary  lines  bears  to  the  total  mileage  made  by  such  equip- 
ment. 

The  administration  of  these  companies  is  so  intimate  that  it  would  enor- 
mously impair  the  efficiency  of  operation,  increase  the  cost  of  operation,  la^quire 
the  rearrangement  of  shop  facilities,  and  seriously  embarrass  the  subsidiary 
companies  in  the  matter  of  locomotives,  passenger  and  freight  cars. 

I will  not  undertake  to  go  into  further  detail,  but  the  application  of  the  Clay- 
ton Act  to  the  dealings  between  the  Atchison  and  subsi<liary  corporati<»ns  would 
be  so  destructive  to  the  interests  of  both  the  public  and  the  Atchison  stockhold- 
ers that  it  is  inconceivable  to  me  that  if  Congress  understands  its  actual  effect  it 
will  permit  such  law  to  become  effective. 

Tlte  Atchison  letter  is  supplemented  by  the  following  excerpt  from 
a telegram : 

Through  trains  ai*e  operated  as  between  Atchison  and  all  subsidiaries,  and 
there  are  innumerable  companies  operating  officers  and  employees  beginning 
with  the  president  and  extending  down  to  brakemen  and  trainmen  on  the  trains 
and  maintenance  and  railroad  track  repair,  maintenance  and  car  repair  em- 
ployees. 

The  following  telegram  from  the  Erie : 

New  York,  N.  Y..  Dcccnihcr  13,  1!)20, 

Answering  your  wire  11th  requesting  statement  in  support  of  House  post- 
ponement Itill  efforts  to  apply  section  10,  Clayton  Act.  necessarily  suspended 
during  Federal  control.  Difficult  to  do  so  during  brief  interval,  since  with 
so  many  other  critical  readjustment  features  pending.  Chief  diniculty  with 
applying  section  10  is  grave  uncertainties  of  its  terms.  It  is  capable  of 
being  construed  to  apply  to  agreement  between  jointly  owned  railroad  prop- 
erties, separately  operated  to  comply  with  State  laws  affeetitig  purchase  of 
supplies,  construction,  and  maintenance;  to  agreement  between  carriers,  or 
between  carriers  or  public  service  companies,  for  joint  trackage,  joint  operat- 
ing, and  other  joint  facilities  involving  construction  and  maintenance ; to 
contracts  for  purchase  of  fuel  coal  from  companies  controlled  by  sole  or  sub- 
stantially sole  stock  ownership  w^hose  entire  or  substantially  entire  output  the 
controlling  carriers  consumes.  This  relation  is  employed  quite  generally  by 
carriers  to  insure  a fuel  supply  against  transportation  strike  or  other  emer- 
gencies where  the  lack  of  an  immediately  available  fuel  supply  might  otherwise 
paralyze  transportation  facilities.  If  section  10,  Clayton  Act,  applies  to  such 
situations,  some  time  will  be  required  to  determine  that  question,  and,  if  so, 
make  necessary  changes  in  such  important,  extensive,  and  complicated  rela- 
tions to  avoid  violation  bill  already  pending  in  Congress  to  amend  Clayton  Act. 
To  relieve  this  confusion,  effective  date  of  section  10  should  therefore  be  post- 
poned to  enable  the  section  to  be  amended  or  its  meaning  determined  and  result- 
ing readjustment  of  important  relations  accomplished,  if  necessary. 
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Xow,  I have  here  several  similar  letters  from  other  roads. 

The  Chairman.  Insert  those  in  the  hearing. 

Mr.  Thom.  Yes,  sir.  I have  similar  letters  from  the  Erie  and 
other  companies,  but  that  will  be  illustrative.  I ask  you  gentlemen, 
because  I am  most  anxious  that  this  bill  shall  be  reported  and  get  on 
your  calendar  before  the  1st  of  January  in  order  to  prevent  a most 
serious  embarrassment,  I ask  you  if  there  is  not  enough  in  this  sub- 
ject to  justify  you  to  give  it  your  most  serious  study  before  you  put 
the  system  in  force,  and  I ask  you,  if  you  think  I have  demonstrated 
that  much,  that  you  report  the  bill  so  that  we  may  have  it  in  effect 
before  the  1st  of  January. 

The  Chairman.  Is  there  anyone  else  who  desires  to  be  heard? 

Mr.  Robinson  arose. 

STATEMENT  OF  MR.  BIRD  M.  ROBINSON,  PRESIDENT  OF  THE 
AMERICAN  SHORT  LINE  RAILROAD  ASSOCIATION. 

^Ir.  Roiunson.  Mr.  Chairman  and  gentlemen,  this  committee  and 
Congress  have  been  exceedingly  considerate  of  the  short-line  rail- 
roads in  the  past.  Unfortunately,  the  acts  of  Congress,  the  two  acts 
that  you  gentlemen  prepared  and  approved  have  been  so  construed, 
and  in  some  instances  .so  misconstrued,  that  the  short  lines  have  re- 
ceived very  little  of  the  benefit  you  intended  should  be  conferred  upon 
them.  Tliis  matter  of  section  10  of  the  Clayton  Act  is  of  special  in- 
terest to  the  short-line  railroads.  As  a rule,  they  were  built  by  the 
leading,  most  influential,  and  wealthy  citizens  in  their  respective  com- 
munities. As  a rule,  the  lines  themselves  are  very  poor,  hence  they 
must  rely  upon  the  men  who  build  them,  for  support  during 
such  periods  as  they  have  been  passing  through  in  the  last  three  years. 
If  section  10  of  that  act  goes  into  effect  on  the  1st  of  January,  it  will 
immediately  cut  off  the  only  source  of  supplies  that  many  of  them 
have.  Very  few  of  them  have  sufficient  credit  to  enable  them  to  ad- 
vertise and  obtain  supplies  through  bids,  because  the  bidders  will 
fear  that  they  won’t  get  their  pay,  and  if  they  do  bid  they  will 
materially  increase  the  price  demanded,  because  of  the  doubttnl 

crprlit'. 

Many  of  the  persons  interested  in  the  short  lines  are  interested  in 
mines  and  lumber  plants  and  all  kinds  of  enterprises  on  such  lines. 
They  must  be  permitted  to  supply  these  roads,  at  least  until  their 
credit  shall  have  been  restored,  otherwise  many  of  such  roads  will 
be  compelled  to  discontinue  operation.  As  these  men  are  the  princi- 
pal owners  of  such  roads,  it  is  not  very  likely  that  they  will  attemp 
to  charge  verj^  high  prices,  because  there  would  be  no  advantage  in  so 

doin^ 

I will  take  the  liberty  of  referring  to  one  road  of  which  IVIr.  Jones, 
a member  of  this  committee,  is  familiar.  I refer  to  a short  line  in 
western  New  York ; certain  individuals  built  the  road ; they  operate 
it  and  maintain  it,  and  I know  the  credit  of  the  road  itself  is  not  sut- 
ficient  to  enable  it  to  buy  oil  and  the  things  he  has  referred  to  in  an 
emergency.  I know  and  he  knows  that  the  owners  are  amply  able 
to  take  care  of  the  situation  if  they  are  permitted  to  do  it.  They  are 
able  to  furnish  the  transportation  needed  by  their  coinmunity,  but  ii 
this  act  goes  into  effect,  and  they  are  going  to  be  subjected  to  a hne 
of  $25,000  or  some  other  sum  it  will  be  disastrous.  I think  Mr.  Jones 
will  bear  me  out  in  that  statement. 
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Mr.  Jones.  The  Government  can  have  it  for  the  fine  if  they  put 
$25,000  on  it. 

Mr.  Robinson.  It  will  be  $25,000  or  some  other  heavy  penaltj’  each 
time  there  is  any  violation  of  the  act. 

Now,  gentlemen,  I promised  to  limit  myself  to  five  minutes.  We 
earnestly  ask  this  committee  report  the  bill  under  consideration  and 
aid  Congress  in  granting  the  necessary  extension,  and  we  promise  to 
bring  before  you  in  due  time  good  and  sufficient  reasons  to  justify  an 
amendment  to  the  act  and  sustain  you  in  having  made  the  extension. 
I thank  you. 

LEIU'ERS  SUBMITTED. 

The  Chairman.  I wish  to  have  inserted  in  the  record  this  letter 
from  Commissioner  McChord,  of  the  Interstate  Commerce  Commis- 
sion, in  regard  to  the  attitude  of  the  commission  on  the  pending  bill. 
It  closes  with  the  statement : 

The  coruniittee  has  no  objection  to  offer  toward  the  extension. 

The  letter  follows: 

Interstate  Commerce  Commission, 

Washington,  December  13,  1920. 

Hon.  .John  .T.  Esch, 

Chairman  Committee  on  Inter.'itate  and  Foreign  Commerce, 

House  of  Representatives.  Washington,  D.  C. 

My  Dear  ]Mr.  Esch  : The  legislative  committee  of  the  commission  has  care- 
fully considered  liill  II.  R.  14G74  to  amend  section  .501  of  tlie  tr.an.sportation  act, 
1920,  so  as  to  extend  tlie  effective  date  of  section  10  of  the  Clayton  Antitrust 
Act  to  .Taniiary  1.  1922,  M'liich  was  submitted  witli  your  letter  of  December  11, 
1920,  to  the  chairman  of  this  commission. 

I am  authorized  to  say  on  behalf  of  the  legislative  committee  that  in  the 
light  of  the_  difficulties  encountered  in  the  application  of  section  10,  and  of  our 
understanding  that  because  of  changed  conditions  counsel  for  the  carriers  are 
considering  proposals  for  other  legislation  in  this  regard  which  would  seem 
better  adaptal  to  present  need,  tlie  committee  has  no  objection  to  offer  to  the 
propo.sed  extension. 

Very  truly,  yours, 

Chas.  C.  McChord,  Commissioner. 

I also  wish  to  liave  included  in  the  record  a letter  sent  me  by  Chair- 
man Volstead,  of  the  Judiciary  Committee,  inclosing  a letter  "received 
by  Congressman  Campbell,  of  Kansas,  from  ^Ir.  Blair,  general  at- 
torney of  a railroad,  calling  attention  to  the  need  of  this  legislation : 

House  of  Representatrt:s, 
Washington,  D,  C.,  December  10,  1920. 

Hon,  J.  J.  Esch, 

Chairman  Interstate  and  Foreign  Commerce  Committee, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Mr.  Esch  : I notice  that  you  have  introduced  a bill,  H.  R.  14674,  “ To 
amend  section  501  of  the  transportation  act  of  1920,”  and  which  has  been  re- 
ferred to  your  committee,  I have  received  several  communications  regarding 
this  matter,  and  I am  taking  the  liberty  to  refer  them  to  you  for  the  informa- 
tion of  the  committee. 

Very  truly,  yours, 

A.  J.  Volstead. 

Union  Pacific  Railroad  Co.. 

Law  Department,  Kansas  and  Missouri, 

Topeka,  Kans,,  November  22,  1920. 

Hon.  Philip  P,  Campbell, 

Representative  in  Congress,  Pittsburg,  Kans. 

Dear  Sir:  I desire  to  call  your  attention  to  section  10  of  the  Clayton  Act  (38 
Stat.  L.,  ch.  328,  p.  730).  the  effective  date  on  which  has  been  extended  from 
time  to  time,  but  which  will  become  operative  on  January  1,  1921,  if  no  further 
extension  is  provided  for. 
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You  will  recall  tliat  the  last  extension  was  embodied  in  section  501  of  the 
transportation  act  of  1920.  This  extension  was  granted  with  the  expectation 
that  before  January  1,^921,  Congress  would  be  able  to  give  the 
tion  with  a view  to  its  amendment.  An  appropriate  bill  tor  that  puipose  was 
prepared,  but  before  being  introduced  was  referred  to  the  Interstate  Coiniuerce 
Coininission  for  criticism.  Owing  to  the  vast  amount  of  work  thro\ui  on  t , t 
commission  bv  the  new  law,  it  was  unable  to  report  on  the  hill  before  the 
adiournment  of  Congress.  Another  effort  will  be  made  upon  the 
Congress  in  December  to  amend  the  section,  but  the  time  ”1^7, 
becomes  effective  is  so  short  that  a further  extension  of  its  e«ectne  dMe  lua^ 
necessary  in  order  to  give  sullicieiit  time  for  the  proper  consideiation  of  the  pio 

^’^TWs’latD^urJf  niunb  of  respects,  will  be  unnecessarily  burdensome,  and  I 

think  this  fact  will  be  apparent  to  you  upon  a reading  ot  the  section,  and  of  the 

amendments  proposed.  A copy  of  the  section  is  inclosed.  , follows 

The  amendments  which  dre  deemed  necessary  are  substantialb  as  toiious. 

(I  state  7^^™(i\^fr()ii"lhe^  of  the  section  dealings  between  affiliated 

companietwhich  clearlv  were  not  within  the  evil  at  which  the  law  'vas  aun«l 

2. ^  To  authorize  the  Interstate  Commerce  Commission  to  construe 

certain  particulars;  for  example,  if  a director  of  a railroad  companj  <lc*^ning  to 
Sn  iairD-om  a subsidiary  of  the  United  States  Steel  Corpmai  ion  ^ 
shares  of  stock  in  the  United  States  Steel  Corporation,  is  this  a substaiiti  i 
interest  ” on  his  part  in  the  Steel  Corporation  subsidiary  within  the  meanin„  o 

the  section  as  it  now  stands?  n />iTirnfter  bv 

3.  To  exclude  from  the  operation  of  the  section  articles  of  a ^ aler 

reason  of  patent  or  otherwise  which  can  be  obtained  only  fiom  a single  deale 

so  that  no  competition  is  possible.  wh  it  bid 

4.  To  allow  the  railroads  honest  business  di.scretion  in  deteiinaiin,,  what  imi 

in  competitive  bidding  is  the  most  favorable.  ,,.un  or  more 

5.  To  sanction  further  negotiations  between  ^^‘e  radriiad  with  o e 
of  thp  biddci-'  with  a view  to  securing  a further  reduction  of  then  bids. 

^I  hope  you ‘will  be  able  lo  give  these  ^uSSosted  amendments  caiv^^^^ 
tion  and  if  vou  think  they  should  be  made  that  you  will  use  jom  ^^^t  efforts 
Jo  see  that  Uiey  are  adopted  before  the  law  becomes  Janj. 

1921.  as  provhled  in  section  501  of  the  transportation  act.  It  the  h w (an  not 
he  n mended  before  its  present  effective  date,  then  it  would  seem  that  'oUlier 
Intension  should  be  provided  for  so  that  the  objections  offered  by  the  lailioads 

™l\vill  send  rduidicate  of  this  letter  to  your  IVashington  address. 

Very  re.spectfully. 

I also  wish  to  have  inserted  this  letter  from  Commissioner  Hall 
of  the  Interstate  Commerce  Commission: 

Interstate  Commerce  CoMitissioN, 

Washington,  December  J3,  1920. 

Chairman  Committee  on  Interstate  and  Foreifjn  Commeice 

House  of  RepresentaUves,  Washington,  D.  C. 

My  Dear  Mr.  Esch:  The  legislative  committee  of  the  commission  has  care- 
fniiv  considered  bill  H.  R.  14674,  to  amend  section  501  of  the  transportation  act» 
10^6  so  as  to  extend  the  effective  date  of  section  10  of  the  Clay^n  Antitrust 
Act  to  January  1,  1922,  which  was  submitted  with  your  letter  of  December  11, 

on  bSlS^elegislative  committee  that  in  the  light 

of  the  difficulties  encountered  in  the  application  of  section  10  and  <if  our  under 
^nndin-  that  b^  changed  conditions  counsel  for  the  carriers  are  con- 

sSng%rop^^^^^^^^  legislation  in  this  regai-d  which  would  ^em  bette^ 

aeJapted  to  present  needs  the  committee  has  no  objection  to  offer  to  the  pro 
posed  extension. 

Very  truly,  yours,  Henry  C.  Hall,  Commissioner. 

Thereupon  at  12  m.  the  hearing  was  concluded  and  the  committee 
went  into  executive  session. 
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